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the development zone policy can significantly expand the investment scale of enterprises and narrow the gap between the
investment scale of enterprises and the average investment scale of the industry. This shows that enterprise investment has a
significant peer effect. Secondly for incumbent enterprises the development zone policy has no impact on the gap between
the investment scale of the enterprise and the highest investment scale of the industry. This shows that there is no significant
catch-up effect in enterprise investment. Thirdly for SOEs or firms in areas with a high degree of government intervention
or firms in nationaldevel development zones the development zone policy will make these enterprises have a significant
investment peer effect. Fourthly the development zone policy may make the incumbent enterprises in the development zone
have the investment peer effect and attract more enterprises to enter the development zone creating the catch-up effect of
enterprise investment.

Key words “economic enclave”; development zone policy; enterprise investment; peer effect; catch-up effect

( 98 )
FDI liberalization institutional environment and manufacturing firms”
moving up in the global value chain:

a study based on the theory of spillover effects

GUO Juanjuan' XIAN Guoming® FANG Shuai’
(1. Institute for the World Economy Shanghai Academy of Social Sciences Shanghai 200020 China;
2. Institute of International Economics Nankai University Tianjin 300071 China)

Abstract: Amid a new round of reform and opening up and supply-side structural reform opening up is an important
driver for further reform and development of Chinas economy. This paper takes the deregulation of FDI as a quasi-natural
experiment to examine the impact of FDI liberalization on China’s manufacturing firms” moving up in the global value chain.
The study finds that FDI liberalization has a significant role in helping firms to gain higher status in the global value chain.
The conclusion still holds after changing the measurement method the form of fixed effects the indicator measure the
empirical sample as well as the exclusion of other policy disturbances. In particular FDI liberalization has been a greater
boost to private general trade non-abor-intensive and skill-intensive firms. And foreign capital from high-income countries
and market-oriented foreign investment are more likely to enhance the GVC position of firms. And the effect of FDI
deregulation on firms” moving up in the global value chain comes more from policy preferences rather than from pure market
access. Further FDI liberalization is more inclined to promote firms” status in GVC through inter-industry spillover effects
and the backward correlation effect plays a more obvious role. Finally a sound institutional environment can strengthen the
effect of FDI liberalization in promoting the status of firms” in the GVC and the property rights system has a greater impact
than the contract system.

Key words: FDI liberalization; moving up in the global value chain; horizontal spillover effects; forward-backward

correlation effects; contract system; property rights system
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